




Supplemental Investment Fund
Executive Director’s Letter

July 1, 2017

I am pleased to present to you the Supplemental Investment Fund (SIF) Prospectus and Annual Report for the fiscal 
year ended June 30, 2017.  This information provides you with the performance, fees, and general descriptions for 
each of the SIF investment options managed by the State Board of Investment (SBI).  Total assets invested within 
the SIF options grew by 6.3% over the year and represent $3.6 billion in assets.  Of that amount, 
$1.4 billion in assets are SIF options offered in the Minnesota Deferred Compensation Plan (MNDCP). The Volunteer 
Firefighter Account assets increased 39% over the year as more Local Fire Relief Associations joined the Statewide 
Volunteer Firefighter Retirement Plan (SVFRP).

For the fiscal year ending June 30, 2017 the Standard and Poor’s 500 Index returned 17.9%.  The U.S. equity market 
performance was buoyed by a positive economic climate.  The U.S. economy (real GDP) grew at an annualized rate 
of 2.6% and the U.S. labor markets reached its lowest unemployment rate since August 2007 of 4.4%.  During fiscal 
2017, the Federal Reserve increased the federal funds target rate from 0.25% to 1.25%.  The Chair of the Federal 
Reserve stated that while policy remains accommodative, steady progress towards the Federal Reserve’s dual 
mandate of maximum employment and stable prices has been achieved, and rate increases were appropriate.  
Markets reacted positively to the anticipation of pro-growth policies.  While these prospects have softened, the U.S. 
economic expansion enters its eighth year with high consumer confidence and stock prices at all time highs.

The U.S. and international equity markets posted positive performance while the bond markets were negative for the 
fiscal year ending June 30, 2017.  The S&P 500 Index, a proxy for the U.S. equity markets, returned 17.9% and the 
U.S. bond market, as measured by the Bloomberg Barclays U.S. Aggregate Bond Index, returned -0.3%.  
International equity markets, as represented by MSCI ACWI ex USA Index (net), outperformed domestic markets 
with a 20.5% return for the year.

In general, economic and market conditions have a dominant influence on the returns available to any 
investor. As an investor in the Minnesota Supplemental Investment Fund, or any other investment program, 
you should be prepared for periods in which the returns on financial investments may be low, or even 
negative. You should be aware that this possibility is much greater for accounts that emphasize relatively 
risky, higher return assets such as common stocks, than it is for more conservative investments such as 
money market instruments.

With these considerations in mind, the State Board of Investment manages the Supplemental Investment Fund to
provide competitive long-term returns. I encourage you to carefully review each of the investment options available 
to you and to choose those options that meet your own investment needs and risk and return objectives.

On behalf of the Board Members, members of the Investment Advisory Council and the SBI staff, I would like to 
express our gratitude to you for your continued support and participation in the investment funds presented in this 
prospectus. The Minnesota State Board of Investment seeks to enhance the management and performance of the 
assets under its control.  If you have any questions regarding the Board’s investment policies and procedures, please 
contact the Minnesota State Board of Investment at 60 Empire Drive, Suite 355, St. Paul, MN 55103-3555, 
(651) 296-3328, or via e-mail at minn.sbi@state.mn.us.  We welcome your inquiries.

Respectfully submitted,

Mansco Perry III
Executive Director and Chief Investment Officer
State Board of Investment
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Supplemental Investment Fund
External Portfolio Management

The SBI offers a variety of funds to help participants reach their financial goals. The external investment managers hired by the 
SBI are listed under the respective investment option.

Broad International Stock Fund 
AQR Capital Management, LLC, Greenwich, CT
Acadian Asset Management LLC, Boston, MA
Columbia Management Investment Advisers LLC, Minneapolis, MN
Earnest Partners LLC, Atlanta, GA
Fidelity Institutional Asset Management LLC, Smithfield, RI
J.P. Morgan Investment Management Inc., London, England
Macquarie Investment Management Advisers, Philadelphia, PA
Marathon Asset Management LLP, London, England
Martin Currie Inc., Edinburgh, UK
McKinley Capital Management, LLC, Anchorage, AK
Morgan Stanley Investment Management Inc., New York, NY
Neuberger Berman Investment Advisers LLC, Chicago, IL
Pzena Investment Management, LLC, New York, NY
The Rock Creek Group, LP, New York, NY
State Street Global Advisors, Boston, MA

U.S. Stock Actively Managed Fund
ArrowMark Colorado Holdings, LLC, Denver, CO
Barrow, Hanley, Mewhinney & Strauss, LLC, Dallas, TX
BlackRock Institutional Trust Company, N.A., San Francisco, CA
Earnest Partners, LLC, Atlanta, GA
Goldman Sachs Asset Management, L.P., New York, NY
Hood River Capital Management, LLC, Portland, OR
Hotchkis and Wiley Capital Management, LLC, Los Angeles, CA
J.P. Morgan Investment Management Inc., Newark, DE
LSV Asset Management, Chicago, IL
Martingale Asset Management, L.P., Boston, MA
McKinley Capital Management, LLC, Anchorage, AK
Peregrine Capital Management, Minneapolis, MN
Rice Hall James & Associates, LLC, San Diego, CA
Sands Capital Management, LLC, Arlington, VA
Wellington Management Compnay LLP, Chicago, IL
Winslow Capital Management, LLC, Minneapolis, MN
Zevenbergen Capital Investments LLC, Seattle, WA

 

U.S. Stock Index Fund
BlackRock Institutional Trust Company, N.A., San Francisco, CA 

Balanced Fund
BlackRock Institutional Trust Company, N.A., San Francisco, CA (stocks)
State Street Global Advisors, Boston, MA (cash)
Bond Fund managers (see below list of investment managers)

Bond Fund 
BlackRock Financial Management, Inc., New York, NY
Columbia Management Investment Advisers, LLC, Minneapolis, MN
Dodge & Cox, San Francisco, CA
Goldman Sachs Asset Management, New York, NY
Neuberger Berman Investment Advisers LLC, Chicago, IL
Pacific Investment Mgmt. Co. LLC, (PIMCO), Newport Beach, CA
Western Asset Management Company, Pasadena, CA

Stable Value Fund 
Galliard Capital Management, Inc., Minneapolis, MN

Money Market Fund 
State Street Global Advisors, Boston, MA

Investment Options/Risk Spectrum          
Fund Name Asset Type Management Approach1

Higher Risk Broad International Stock Fund Non-U.S. stocks Active, Semi-passive, and Passive 
 

U.S. Stock Actively Managed Fund U.S. stocks Active  

U.S. Stock Index Fund U.S. stocks Passive 

Balanced Fund U.S. stocks Passive (U.S. Stock Index Fund) 
 U.S. bonds & cash Active (Bond and Money Market) 

Bond Fund Bonds Active management 
 

Stable Value Fund Bonds with Stable Active management  
  Value instruments

Lower Risk Money Market Fund  Short-term securities  Active management 
  

Over the long run, higher-risk assets are expected to provide higher investment returns than lower-risk assets.  However, there is 
no guarantee that any investment will not suffer a loss of principal.
1 All investment options are managed by external investment firms identified above.
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Supplemental Investment Fund
Summary
What Is The Minnesota Supplemental Investment 
Fund? 
The Minnesota Supplemental Investment Fund (SIF) is a 
multi-purpose investment program that offers a range of 
investment options to state and other public employee 
groups. Participants may allocate their investments among 
one or more funds that are appropriate for their needs and 
are within the rules and eligibility established by the 
participating plans.  The SIFs are structured like a family of 
mutual funds.  

What Investment Options Are Offered? 
There are a total of eight investment options and each one
offers different advantages and risks.  As of June 30, 2017,
participating plans invested a total of $3.6 billion with the SIF. 
This amount includes the Stable Value and Money Market 
assets within the Minnesota Deferred Compensation Plan
(MNDCP). The SIF options are described in greater detail 
on the following pages.

Fund Options 
Assets as of 
6/30/2017

Broad International Stock Fund  $         179,233,485  
U.S. Stock Actively Managed Fund  $         229,166,850  
U.S. Stock Index Fund  $         559,315,447  
Balanced Fund  $         403,114,401  
Bond Fund  $         154,814,304
Stable Value Fund  $      1,565,310,477
Money Market Fund  $         383,817,052  
Volunteer Firefighter Account  $           75,432,019
Total Assets Invested  $     3,550,204,036

How often are the SIFs Priced? 
Share values in each SIF fund are priced on a daily basis. 
You may transfer assets among funds on any business day 
during the month. Historical share values are available on 
the website at http://mn.gov/sbi. (See procedures on 
page 15-16.)

Which Options Are Best For Me?
Only you can answer that question. The variety of options 
has been designed to give you flexibility to use one or more
funds in designing an investment portfolio that reflects your 
personal investment needs and objectives. 

It is not the intent of the State Board of Investment to advise 
participants regarding their choice among funds. This 
information is provided solely as an aid to participants in 
selecting the most appropriate types of investments for their 
particular circumstances.

May I Change The Way I Invest My Contributions? 
Yes, but the guidelines vary among plans. You should 
contact your plan administrator for more specific information. 
Please note that special restrictions apply to transfers out of 
the Stable Value Fund (see page 11). 

What Securities Are Owned By The Fund? 
A listing is not provided in the Prospectus due to the large 
number of holdings owned in each of the funds. Please 
contact the SBI if you would like a complete list of holdings 
or you can access the list on our website at http://mn.gov/sbi.   

What Are the Administrative Fees and Who Should I 
Contact With Questions? 
For the upcoming fiscal year, SBI’s administrative fees are 
expected to be approximately $0.07 per $1,000 invested.  
The administrative fee is charged per SBI account, not per 
investment option and is deducted after the fund share value 
has been calculated.  Individual plan participants should 
contact the appropriate plan administrator for questions 
related to any other administrative fees that may be charged.  
The plan administrator will also handle changes in the way 
you invest your funds and maintain your individual 
investment records. 

Are All These Options Available To Me?
The choices you have depend on the plan in which you participate. For example, the Volunteer Firefighter Account is only available
to participants in the Statewide Volunteer Firefighter Retirement Plan, which is described in a separate Prospectus.  Also note that 
there may be other participating plans which are not listed below that invest in the SIF as allowed under state statute.

Fund Options 

MN Deferred 
Compensation
Plan (MNDCP)1 

Health Care 
Savings Plan

Hennepin Co. 
Supplemental 

Plan 

Local Fire 
Relief 

Associations

Public 
Employees

DC Plan 
Unclassified 

Plan 

Statewide 
Volunteer 
Firefighter 

Retirement Plan2 
Broad International Stock Fund x x x x x 
U.S. Stock Actively Managed Fund x x x x x 
U.S. Stock Index Fund x x x x x 
Balanced Fund x x x x x 
Bond Fund x x x x x 
Stable Value Fund x x   x x 
Money Market Fund x x x x x x 
Volunteer Firefighter Account      x
1 The SIF funds listed are only two of the 12 investment options offered within the MNDCP.  Information on the investment options available in the MNDCP
   can be obtained by contacting MSRS or go to www.msrs.state.mn.us. 
2  Statewide Volunteer Firefighter Retirement Plan is a retirement plan option available to Local Fire Relief Associations.  Information about this plan can be 
   obtained by contacting the plan administrator, PERA, or the Investment Booklet is available on the SBI's website at http://mn.gov/sbi.
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The Capital Market Year in Review
Cumulative Growth and Performance

Cumulative Growth of $100  
Last Five Fiscal Years ending June 30

 
 

Performance of Capital Markets  
Last Five Fiscal Years Ending June 30

Annualized Returns
 Fiscal Year Ending  Ending June 30, 2017 

2017 2016 2015 2014 2013 3 Yrs 5 Yrs
U.S. Stocks

Russell 3000 Index 18.5% 2.1% 7.3% 25.2% 21.5% 9.1% 14.6%

U.S. Bonds    
BB Barclays Aggregate -0.3% 6.0% 1.9% 4.4% -0.7%  2.5% 2.2%

International Stocks    
MSCI ACWI ex USA 20.5% -10.2% -5.3% 21.8% 13.6%  0.8% 7.2%

Short Term Investments    
90-Day Treasury Bill  0.5% 0.2% 0.0% 0.1% 0.1%  0.1% 0.1%

Inflation Rate    
Consumer Price Index-Urban 1.7% 1.0% 0.1% 2.1% 1.8%  1.0% 1.3%
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Fiscal Year 2017 in Review
Commentary and Relative Performance
How Have Stocks, Bonds And Other Investments 
Performed? 
The U.S. stock market, as measured by the Russell 3000 
index, increased 18.5% for the year ending June 30, 2017.
Within the Russell 3000, small capitalization companies 
outperformed large capitalization companies.  The 
Financials sector was the best performing sector in the 
Russell 3000 with a 37.1% return, while the Telecom sector 
was the worst performing sector with a -9.7% return.   

The U.S. bond market, as measured by the Bloomberg 
Barclays U.S. Aggregate Bond Index, returned -0.3% for the 
fiscal year. Within the bond market, Corporates were the
highest performers with a 2.3% return for the year.  Asset 
Backed Securities (ABS) had a 0.6% return, Agency bonds 
had a 0.2% return, Agency Mortgage-Backed Securities 
(MBS) had a -0.1% return, Commercial Mortgage Backed 
Securities (CMBS) had a -0.3% return, and U.S. Treasuries 
had a -2.3% return for the year.

International equity markets returned 20.5% for the year in 
U.S. dollar terms, as measured by the Morgan Stanley 
Capital International All Country World Index excluding the 
United States net of taxes on dividends (MSCI ACWI ex USA
Index net), which represents the developed and emerging 
international markets outside the U.S.  The MSCI World ex 
USA Index (net), which represents developed international 
markets had a return of 20.5% for the year. Japan and the
United Kingdom, which together comprise over 28% of the 
index returned 17% and 8.9%, respectively. The emerging 
markets, as measured by the MSCI Emerging Markets Index
(net), returned 24.2% for the year in U.S. dollar terms.  
China, Korea and Taiwan were the largest countries in the 
index at the end of the fiscal year with a combined weight of 
56%. They returned 30.4%, 32.2% and 29.2%, respectively.

How Did Returns In The Minnesota Supplemental 
Investment Fund Compare For Fiscal Year 2017? 
The Broad International Stock Fund provided a return of 
20.3% for the fiscal year, underperforming the international 
composite index by 0.2 percentage points. The composite 
index is comprised of approximately 77% developed 
markets and 23% emerging markets.  Overall, the developed 
markets managers met and the emerging markets managers
slightly  underperformed their respective indices.   

Performance Ending 6/30/17 1 Yr
Broad International Stock Fund 20.3%

MSCI ACWI ex USA Index (net) 20.5%

The U.S. Stock Actively Managed Fund returned 20.5%, 
which outperformed the Russell 3000 index for the fiscal 
year.  Active mandates exceeded while semi-passive 
mandates trailed their respective style benchmarks for the 
year. 

Performance Ending 6/30/17 1 Yr
U.S. Stock Actively Managed Fund 20.5%

Russell 3000 18.5%

The U.S. Stock Index Fund was up 18.5% during the year, 
which met its benchmark, the Russell 3000. 

Performance Ending 6/30/17 1 Yr
U.S. Stock Index Fund 18.5%

Russell 3000 18.5%

The Bond Fund posted a return of 0.9%  for the fiscal year 
year, outperforming its benchmark, the Bloomberg Barclays 
U.S. Aggregate Bond Index.

Performance Ending 6/30/17 1 Yr
Bond Fund 0.9%

BB Barclays U.S. Aggregate -0.3%

The mix of stocks, bonds and cash in the Balanced Fund 
provided a return of 11.3%, which outperformed the 
composite index for the fiscal year. The composite index 
consists of 60% stocks, 35% bonds and 5% cash. 
  

Performance Ending 6/30/17 1 Yr
Balanced Fund 11.3%

Balanced Fund Custom Index 10.7%

The Stable Value Fund provided a return of 2.1% during the 
fiscal year, outperforming its benchmark. 

Performance Ending 6/30/17 1 Yr
Stable Value Fund 2.1%

3 Yr Constant Maturity Treasury Bill + 0.45% 1.7%

The Money Market Fund earned 0.8% for the fiscal year 
outperforming its benchmark.  This gain is similar to the 
returns for money market accounts offered by mutual funds 
and banks.

Performance Ending 6/30/16 1 Yr
Money Market Fund 0.8%

3 Month U.S. T-Bill 0.5%

Special Note Regarding Your Individual Account 
Performance. 
Your plan administrator or reporting agency accumulates 
your contributions and transfers these contributions to 
various accounts in the fund. The actual performance of
your investments in the Supplemental Investment Fund may 
be somewhat higher or lower than these figures due to the 
timing of those transfers. Note that performance 
calculations may also differ due to rounding.
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